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Please refer to the Important Notice. e We have refreshed our macroeconomic forecasts, and extended our

forecast horizon to include 2025. Our OCR forecast remains unchanged.

e Q4 GDP came in at -0.6% q/q, well below the RBNZ'’s forecast for a
@ Contact 0.7% expansion. But weak growth is unlikely to deter the RBNZ given
immense volatility in the data, and clear evidence that the economy

Sharon Zollner, Miles . . .
remains acutely capacity constrained.

Workman or Finn Robinson

for more details. « Demand to replace, repair and rebuild damaged property following
recent weather events is expected to delay the looming downturn
slightly. But on our current estimates, this isn't a game-changer for
broader economic momentum (which is slowing on the back of higher
interest rates) nor the RBNZ's monetary policy strategy.

e However, cyclone impacts mean the current account deficit (which is
currently sitting at a whopping -8.9% of GDP) is expected to improve at
a slower pace than previously. That makes New Zealand more
vulnerable to global risks that could materialise via the terms of trade.

e Recent developments suggest although economic momentum is clearly
slowing, on balance there’s more inflation in the system than previously
thought. The ‘crisis of confidence’ implications of November’s hawkish
MPS have not persisted, inflation expectations have held (too) high,
labour market indicators have been resilient, the supply side of the
economy has taken a hit from recent weather events (an inflationary
shock), and there’s likely to be more fiscal stimulus in the pipeline.

e Our updated CPI forecasts expect both domestic (aka non-tradables)
and tradables inflation to be higher than previously forecast at year-end.
Inflation is looking stickier by the day, and any further upside surprises
would need to be reflected in a higher OCR than otherwise.

e The risk profile around our OCR call (two 25bp hikes in April/May to a
peak of 5.25%) is nuanced. On the one hand, local economic
developments suggest risks to our call for a 5.25% peak OCR are to the
upside. Inflation is looking stronger, the labour market is not rolling
over, and the recovery from Cyclone Gabrielle will inject more demand
into a capacity-constrained economy. The RBNZ's 24 May MPS will also
incorporate and respond to the updated fiscal outlook in the Budget (18
May). However, at the other end of the risk spectrum, tail-end financial
market risks are currently in focus, with the fallout from Silicon Valley
Bank’s failure in the US causing immense volatility in global wholesale
interest rates in recent days. Our forecasts assume that a wider credit
event does not eventuate. But all else equal, now that rates are (almost
certainly) in restricted territory, this reminder of global fragility tilts the
scales towards 25bp from the RBNZ in April (already our forecast, but
we previously saw the hurdle to 50bp as extremely low).


https://bit.ly/ANZ-GDP-20224
https://bit.ly/ANZ-BOP-2022Q4
https://bit.ly/ANZ-BOP-2022Q4

Updated and extended

A lot has happened since we published our February Quarterly Economic
Outlook. We've updated our CPI, GDP, and current account forecasts to
capture recent starting point surprises, the signal from the timely data, and
some initial estimated impacts from recent weather events. We have also
extended our forecast by one year to December 2025.

Our OCR call remains unchanged. We continue to pencil in a peak OCR of
5.25%, with 25bp hikes in both April and May. We've held our OCR forecast
flat at 5.25% over our full forecast horizon (figure 1), reflecting the fact that it
really wouldn’t take much to see upside inflation risks materialise,
necessitating a higher OCR than our forecast. And cuts remain a distant
prospect, given the economic slowdown we are forecasting is deliberate, not
accidental. At this uncertain stage, we think a flat OCR is a better signal of how
we are seeing the world than getting cute by incorporating OCR cuts at some
essentially arbitrary point in the medium-term outlook.

Figure 1. OCR forecast
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Of course, unless inflation really bolts for some unforecastable reason (such as
a large oil shock), OCR cuts will eventually eventuate once it is clear that
monetary tightening has been sufficient to tame inflation. But the possibility
that sticky inflation risks materialise over the latter part of the year (ie
domestic inflation fails to fall as quickly or as far as the RBNZ or we are
forecasting) means we see the balance of risks as skewed towards the OCR
being higher than 5.25% by year end. In that context, it doesn’t make a lot of
sense to be incorporating eventual cuts from 5.25% into our forecast when the
reality may well be the OCR peaking with a 6-handle!

But risks aren’t one sided, of course. Just this past week we've seen some
significant volatility in global financial markets as the failure of Silicon Valley
Bank (SVB) sparked concerns about potential contagion risks in the global
financial system. Concerns about a G-SIB (global systemically important bank)
in Europe did nothing to calm markets. The result has been a dramatic re-
pricing lower of expectations for interest rates (here and overseas), as well as
significant intra-day volatility in markets. For now, all we can do is watch and
wait and see how the global situation evolves. Our forecasts assume no
persistent nor significant impacts on the New Zealand economy.

Economic contraction expected, but there’'s a noisy starting point to
transition first

At -0.6% qg/q, GDP growth was weaker than expected in Q4 2022, and much
weaker than the RBNZ's +0.7% forecast. While it would be relatively easy to
(mis)diagnose that as a significant development for the monetary policy
outlook, the reality is that the GDP data currently can’t tell us much at all
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about the degree of stretch in the economy, which is what matters from an
inflation perspective. These are certainly strange times, as at any ‘normal’
point in history a 0.6% quarterly contraction in GDP would be a pretty clear
signal that the economy is in deep trouble.

It's not the easiest story to tell, but some of the data is just quarterly noise
after a huge lift the previous quarter. And of the sectors that do show more
convincing evidence of slowing (as opposed to recoiling), it's not clear it's all a
demand story. Q4 is typically rush-hour for economic activity as the weather
improves. We usually talk about seasonally adjusted activity, so often overlook
that. But if you're short of workers, a lot more activity will be foregone in Q4
than in other quarters - in tourism, agriculture and construction particularly. In
short, capacity constraints look to be at least as much to blame for weak Q4
activity as softening demand is — and it’s an industry-specific story.

Such capacity constraints are bad for activity as measured by GDP, but they
are inflationary - that’s a very different scenario to a lack of demand, which
would tend to lead to discounting and squeezed margins, reducing inflation.
We're not saying broad economic momentum isn’t slowing and capacity
opening up, but rather the pace of contraction in Q4 appears to be significantly
overstating the degree to which this has occurred already.

Monetary policy is working, but it does take time, and the Reserve Bank'’s
(valid) concern is that high inflation may be getting increasingly ‘normalised’ in
the meantime. Indeed, there was plenty of inflation to be found in the Q4 GDP
data, with the household consumption deflator (another measure of inflation,
and the one that'’s preferred by the US Federal Reserve over the CPI) still rising
at an increasing rate. CPI inflation has at least stopped going up (figure 2).

Figure 2. New Zealand inflation measures
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When the GDP data are this noisy and uncertain, it pays to give it a bit of a
sniff test against a broader suite of data. On balance these suggest that
economic momentum isn’t quite as dire as the Q4 GDP data would suggest:

e Employment and hours worked both expanded in Q4 (0.1% g/q and 1.4%
g/q respectively) — hardly an indication that the economy is going
backwards. Monthly filled jobs reaccelerated in January (up 0.8% m/m).
And job vacancies have posted modest monthly gains over January and
February, after slowing sharply at the end of 2022. This may have as
much to do with the improved availability of workers now the border has
opened (ie it's now worth paying for a job ad!) as it does to do with any
rebound in labour demand. Some indicators do support this interpretation,
such as applicants per job ad (figure 3, over). But rebounding hiring is
certainly a sign that labour demand has not yet dropped sharply.
Anecdotes suggest the labour market is turning. But not particularly fast,
and from particularly extreme levels of tightness.

NZ Forecast Update: Getting an extension | 17 March 2023 3
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Figure 3. Applications per ad
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While the PMI and PSI both softened over Q4 (possibly reflecting an
initial slightly stunned take on the RBNZ's hawkish November Monetary
Policy Statement), they have since rebounded well into expansionary
territory.

Net migration (if you take the data at face value) has recently shot up,
with the monthly run-rate close to the record high pre-pandemic levels.

Conversely, the housing market’s orderly decline has continued. The
Auckland auction clearance rate is off its lows and anecdote from
brokers suggests first home buyers are still keen to get in — but sharply
higher interest rates mean their ability to borrow has fallen more than
house prices have. We continue to expect house prices to fall a total of
22%.

Businesses continue to report weak activity and employment
expectations/intentions. However, these have bounced off their recent
lows and difficulty finding labour remains the biggest problem for firms
(Figure 4. ).

Consumer confidence has softened meaningfully, but this too has
bounced back a bit recently. Further, as demonstrated by the ‘misery
index” (unemployment plus inflation - figure 5), consumer pessimism so
far appears to be driven more by high inflation than typical recessionary
problems such as deteriorating job security. That could be an important
distinction when it comes to household decision making about spending
and saving.

Figure 5. Consumer confidence and misery index
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Looking beyond the recent noise, our broad outlook for economic activity is
little changed: domestic demand is poised to contract, but the ongoing
recovery in services exports (chiefly international tourism and education)
and softer demand for imports will provide a partial offset to headline
growth (figure 6). However, the timing, magnitude, and underlying
composition has changed a bit to the picture presented in our February
Outlook.

Figure 6. Contributions to GDP growth
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Some of this reflects how the Q4 data landed, with Q4 GDP weaker than our
February forecast of +0.3% q/q. Some of it reflects historical revisions to
the data. And some of the change reflects forecast tweaks based on the
news flow since then. This includes factoring in a little more signal from
recent anecdote and business survey data (which point to a weaker
residential investment outlook in particular), but also incorporating some
initial flooding and cyclone impacts (which are expected to drag on Q1
activity but provide a small boost thereafter).

Starting with Q1 2023, we’ve pencilled in a modest 0.2% q/q lift in GDP.
This reflects a mix of ongoing capacity constraints (which we suspect are
preventing the economy from achieving its normal seasonal strength over
the summer period), lost activity related to the Auckland flooding and
Cyclone Gabrielle, and some ‘technical payback’ from Q4's softer read. Q2
GDP is expected to see any negative impacts from recent weather events
drop out, and even provide a small boost to growth. We've pencilled in a
0.3% q/q expansion for this quarter.

From the second half of 2023, the economy is expected to enter recession,
with negative growth continuing into early 2024 as monetary tightening
weighs. Quarterly growth is expected to turn mildly positive from Q2 2024
(but remaining well below trend), as contractionary monetary conditions
continue to weigh, but population growth (at around 0.3% q/q) due to
positive net migration and recovering productivity growth provide support.
We haven’t found a productivity magic bullet, sadly; it’s rather an unwinding
of the recent hit to productivity associated with COVID, lockdowns, and
closed borders - eg skills mis-matches in the labour market, heightened
health restrictions and worker absenteeism.

As the economy softens, we continue to forecast a relatively sharp increase
in the unemployment rate from the second half of this year. We anticipate
the unemployment rate will rise to a peak of 5.4%, from the current low
level of 3.4% (figure 7). Wage growth is also set to soften as the heat
comes out of the labour market, easing to a level consistent with 2% CPI
inflation.
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Figure 7. Unemployment and wage growth forecasts
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Recent weather events will impact the composition of GDP

Recent weather events are expected to have ongoing implications for the
composition of GDP. Despite the devastating impacts of the flooding and
cyclone on some parts of the North Island, these events are not expected to
be game-changing from a broader economic momentum perspective (higher
interest rates are driving key macroeconomic outcomes). But it’s still a
useful exercise to work through the likely (and still extremely uncertain)
impacts:

e Export volumes will be weaker in 2023, with hundreds of millions of
dollars of primary production estimated to have been wiped out by the
cyclone and flooding, and transport and shipping significantly disrupted
in some areas. To a smaller extent, lost agricultural production will
extend beyond 2023, given damage to rootstock and soils that will
impact production for seasons to come.

e It'll be a double whammy for the trade deficit, as goods imports are
expected to be higher over the next year or so as damaged household
possessions from washing machines to laptops to motorcars are
replaced. Replacement capital goods, such as plant and machinery, will
also bolster imports.

e Private consumption and investment are expected to be higher than
otherwise as the repair-rebuild-replace process works through. Some of
this could take a while as insurance claims are assessed and eventually
paid out. The overall size is still unknown, but the number of red and
yellow stickered homes (around 3,000 reported in Auckland, and about
half that in other districts) suggests the potential impact on residential
investment is relatively small compared to the 20,000+ new house
consents issued in a given year. The big challenge for the rebuild is the
concentration of demand, where damage in smaller regions represents
years of business-as-usual residential construction activity. Labour
mobility (or the lack of it) will be a key determinant of the speed of the
rebuild.

e Government consumption and investment will also be higher than if the
weather events had not occurred (all else equal). Given the inflationary
implications of further fiscal expansion, the Government is reviewing its
other spending plans with a view to making reprioritisations, lessening
the Government’s demand for economic resources (such as labour), and
therefore containing the additional capacity pressures and inflation
pressures that the RBNZ is currently addressing by raising the OCR.
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e Our expectation is that reprioritisations can only partially offset the
additional fiscal cost (which is likely to run well into the billions over
coming years), meaning the rest will need to be funded through some
mix of:

- new revenue initiatives (ie more/higher taxes, which would be a
targeted way for the Government to choose who should pick up the
tab while also offsetting the aggregate demand, aka inflationary,
impacts), and/or

- higher-than-otherwise government debt (and to the extent that it
bolsters inflation, a higher-than-otherwise OCR).

The details will be provided in the Budget (18 May) - giving just enough
time for the RBNZ to respond in the May MPS (24 May).

Putting it all together, there will be some significant offsets in terms of the
impacts of the weather events for overall GDP: lower exports and higher
imports will weigh on headline GDP, but higher-than-otherwise private and
public sector demand should more than offset that. The flooding and cyclone
events have obviously been devastating for many people, but relative to the
aggregate economic story, we don’t think these events are a cycle-changer.
If anything, they will be a cycle extender, with an unwelcome impact on
New Zealand’s external balance thrown in.

External (im)balance

New Zealand’s current account deficit widened to 8.9% of GDP in Q4 2022 -
that’s a record breaker in data going back to the 1980s. There’s a lot to
unpack in terms of how we got here:

e the fiscal and monetary stimulus delivered on the back of the
pandemic bolstered domestic demand and naturally a share of that
was imported.

e Export volumes have struggled in the face of bad weather, regulatory
uncertainty, labour shortages, and supply disruptions.

e The terms of trade have fallen as high global inflation has seen import
prices lift more than our export prices.

e The closed border annihilated international tourism and education
receipts, decimating services exports while services imports (which
are less travel intensive) were less impacted by closed borders.

e The income deficit has begun to widen as higher global interest costs
start to bite - something that’s set to persist.

Recent weather events mean the current account deficit will be wider than
otherwise. Net exports will be lower (as outlined previously), and
international tourist arrivals may be slightly lower than otherwise too (but
severely impacted regions only account for a small share of international
tourist spending - figure 8, over). The income deficit may be narrower than
otherwise over the coming year or so, as outflows associated with insurance
companies reduce, as these companies divert resource to the problem at
hand.
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Figure 8. Share of international tourist spending by region (2019)
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All up, weaker exports and stronger imports are expected to more than
offset smaller income outflows. Our initial estimates suggest the current
account deficit will be around 0.6-0.8ppt of GDP wider than otherwise by
year end as a result of the recent weather effects.

That doesn’t change the broad outlook that the current account deficit will
narrow as weaker domestic demand dampens imports, while at the same
time services exports (chiefly tourism and education) continue to recover.
But it does make external sector sustainability more vulnerable to any
negative global shock that would cause the terms of trade to deteriorate. In
our updated forecast the current account narrows from 8.9% of GDP in Q4
2022 to 5.0% by the end of 2025 (figure 9).

Figure 9. Current account balance forecasts
4 -

7 7

% of GDP

_10-
00 02 04 06 08 10 12 14 16 18 20 22 24
——Goods  ——Services Income ——Current account

Source: Stats NZ, ANZ Research

Capacity pressures should ease

The looming economic contraction and subsequent period of below-trend
growth is expected to see spare economic capacity open up - ie successfully
engineer the negative output gap (figure 10) that is necessary to take the
heat out of underlying inflation pressures. But this assumes the supply side
of the economy recovers from here after what'’s felt like a constant
bombardment: COVID-19, Russia’s invasion of Ukraine, and local flooding
and cyclone events. Because of these events, economic resource hasn’t
been allocated as efficiently as otherwise and productive capacity (eg capital
stock) has been erased. That means for a given level of demand, we've seen
more inflation than otherwise.
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At this delicate juncture, there is little scope for the RBNZ to tolerate further
inflationary shocks. We’ve added more persistence to our near-term
inflation forecasts, and that unfortunately tilts the balance of risks further
towards inflation becoming embedded in wage and price setting behaviour.
Figure 10. Output gap forecast
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The inflation outlook is higher

Developments since our last inflation forecast update point to inflation
pressures remaining stronger than expected over 2023. The near- and
medium-term impacts of Cyclone Gabrielle are still very uncertain, but we
have now made an attempt to incorporate cyclone impacts into our outlook.
We anticipate stronger-than-otherwise price pressures over 2023 for a
broad range of CPI components, including:

e food prices

e rents

e construction costs

e property maintenance

e household contents and services
e second-hand cars

e insurance, and

e domestic accommodation.

Adjustments to these component forecasts result in annual CPI inflation
increasing to 7.3% in Q1 (7.1% previously expected), and only easing to
5.8% by the end of 2023, versus our previous expectation that inflation
would ease to 5.1% by year-end (figure 11). The overall magnitude of
Cyclone Gabrielle’s inflationary impact remains extremely uncertain, but the
sheer strength in February food prices (up 2.1% m/m on a seasonally
adjusted basis) underscores our expectation that Cyclone Gabrielle will
mean inflation is higher for longer, at least over the next year. Longer term,
the potential impacts of the cyclone are even fuzzier, and will depend on the
scale of the rebuild/repair/resilience work we undertake as a nation, as well
as how it’s funded (eg taxes would be less inflationary than borrowing the
money).
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Figure 11. Revisions to ANZ CPI inflation forecast
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Even without the cyclone, inflation pressures in New Zealand are far too
strong. A key driver of the underlying inflation pulse is our overheated
labour market. As mentioned above, timely indicators are pointing to
something of a second wind in early 2023, though how long this will persist
is questionable. We're not expecting labour demand to reaccelerate. But nor
are we sure that it is going to drop away as rapidly as the RBNZ is
forecasting.

As we explored in an Insight Note last week, the inflation pulse is rotating
away from goods prices and into sticky services. Services inflation is tightly
linked to wage pressures and the labour market. As long as the labour
market remains hot, domestic inflation pressures will likely remain
stubbornly strong. Wage gains for private sector workers now comfortably
exceed inflation, and are running far ahead of any reasonable estimate of
productivity growth. That'’s inflationary.

This ongoing labour market strength is a key reason why we’ve been
forecasting for some time that non-tradables inflation will be very slow to
decline to levels consistent with 2% CPI inflation. There’s some hope that
rising net migration will help to ease the logjam in the labour market, but it
will also have inflationary implications for rental and housing markets. So
we're not counting on the return of migration as the silver bullet for bringing
inflation down. And neither is the RBNZ.

There are also technical forecast assumptions to be made around the end of
the Government’s cost-of-living supports (including the 25 cents/litre
reduction in fuel excise duty). These are all due to end at the end of Q2.
Restoring petrol, road user charges, and public transport to their full cost
will cause a one-off jump in the Q3 CPI. We estimate this will add around
0.5ppt to annual CPI inflation in Q3. We have incorporated the end of the
cost-of-living supports as announced into our forecast, cognisant of the fact
that this has already been pushed out several times.

Looking ahead, we anticipate that the extra inflation pressure/persistence
resulting from Cyclone Gabrielle and a resilient labour market will see
inflation return to target in Q3 2024. That forecast implies CPI inflation will
be outside of the RBNZ's 1-3% for 34 years (figure 12, over).
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Figure 12. ANZ CPI inflation forecast
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OCR risks still tilted to the upside

Any further inflationary surprises from here will need to go into OCR
settings. Higher inflation expectations (or even sticky at high levels), further
supply disruption, a significant fiscal expansion, green shoots in the housing
market, a persistently robust household sector, ongoing labour scarcity or a
sharp lift in oil prices are all possible catalysts that could see our OCR call
pushed higher.

Accordingly, assuming a meaningful tightening in financial conditions
doesn’t eventuate from current global financial market turmoil (which would
mean less work for the OCR to do), we see upside risks to our OCR call for a
peak of 5.25%. We have published an array of Insight Notes in recent
weeks, outlining how Cyclone Gabrielle, a resilient labour market, and the
interplay between services inflation and soaring wage growth could all see
inflation hold up even longer. That’s problematic when survey measures of
consumer and business inflation expectations are showing no signs of
returning to the low levels seen before COVID-19.

That’s not to say that the risks are one-sided. The high-profile failure of
Silicon Valley Bank (SVB) in the US and subsequent market stresses
highlights that the exit from the post-GFC era of super-low interest rates is
unlikely to be a smooth path. There’s plenty of room for things to go wrong
as over a decade of cheap credit comes to an end. But as the saying goes,
you can't make an omelette without breaking a few eggs, and the cold hard
fact is that business failure is part of the transition mechanism of monetary
tightening, and actually part of how capitalism is supposed to discipline the
allocation of resources (though there’s always collateral damage -
particularly when financial sector firms are involved).

The hard part for policy makers is gauging when they’ve done enough, and
now a new challenge: working out if financial market risks have the
potential to become systemic. It's even more difficult to get things right
when risks are growing on both sides. But now that the RBNZ is (pretty)
confident that the OCR is in contractionary territory, there is scope to tread
more cautiously in the face of an evolving risk, despite inflation risks. We
were already forecasting a 25bp hike in April but saw the hurdle to a 50bp
hike as very low; recent financial turmoil has definitely raised that bar. But
not to an impossible height by any means. The RBNZ (and we) will be
closely watching every piece of data and news flow right up to decision day.
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Key forecasts

Calendar Years 2022 2023(f) 2024(f) 2025(f)
Real GDP (production) 3.1 -1.5 6.1 2.4 0.9 -0.4 1.2
Private Consumption 3.2 -2.2 7.9 2.8 -0.9 -0.7 1.1
Public Consumption 4.7 7.2 8.2 4.5 -0.1 2.6 2.4
Residential investment 5.3 -3.1 8.4 0.3 -5.0 -10.1 0.8
Other investment 4.0 -5.1 13.9 4.6 -4.6 -6.1 -1.1
Stockbuilding* -0.5 -0.8 1.3 -0.1 0.1 -0.2 -0.2
Gross National Expenditure 3.1 -1.8 10.3 3.4 -0.9 -1.8 0.7
Total Exports 2.6 -13.5 -2.3 -0.7 12.2 5.6 3.5
Total Imports 2.2 -15.8 14.8 4.5 2.7 -0.5 1.5
Employment (annual %) 1.2 0.6 3.3 1.3 -0.3 -0.2 1.5
Unemployment Rate (sa; Dec qtr) 4.1 4.9 3.2 3.4 4.5 5.4 5.3
Labour Cost Index (annual %) 2.4 1.5 2.8 4.3 4.6 3.2 2.2
Terms of trade (OTI basis; annual %) 7.1 -1.6 2.8 -3.9 2.0 1.5 1.6
Prices (annual % change)
CPI Inflation 1.9 1.4 5.9 7.2 5.8 2.5 2.0
Non-tradable Inflation 3.1 2.8 5.3 6.6 5.7 3.8 3.0
Tradable Inflation 0.1 -0.3 6.9 8.2 6.1 1.0 0.7
REINZ House Price Index 5.1 15.5 26.2 -12.9 -9.7 2.2 2.4
NZFinancial Markets (end of December quarter)
NzZD/USD 0.67 0.72 0.68 0.64 0.66 0.68 --
NZD/AUD 0.96 0.94 0.94 0.93 0.88 0.85 --
NZD/EUR 0.60 0.59 0.60 0.59 0.58 0.57 -
NzZD/IPY 73.1 74.6 78.6 83.3 81.8 78.9 -
NZD/GBP 0.51 0.53 0.51 0.52 0.52 0.52 -
NZD/CNY 4.69 4.74 4.35 4.38 4.32 4.35 -
NZ$ TWI 73.7 75.2 73.2 72.1 71.1 71.0 -
Official Cash Rate 1.00 0.25 0.75 4.25 5.25 5.25 5.25
90-day bank bill rate 1.29 0.27 0.97 4.65 5.35 5.35 5.35
2-year swap rate 1.26 0.28 2.17 5.38 5.75 5.45 5.15
10-year government bond rate 1.65 0.99 2.39 4.47 4.55 4.25 4.00

! Percentage point contribution to growth
Forecasts finalised 17 March 2023
Source: Statistics NZ, REINZ, Bloomberg, Treasury, ANZ Research
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Important notice

Last updated: 1 September 2022

This document (which may be in the form of text, image, video or audio) is intended for ANZ’s Institutional, Markets and
Private Banking clients. It should not be forwarded, copied or distributed. The opinions and research contained in this
document are (a) not personal advice nor financial advice about any product or service; (b) provided for information only;
and (c) intended to be general in nature and does not take into account your financial situation or goals.

This document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves about and
observe all relevant restrictions.

Disclaimer for all jurisdictions: This document is prepared and distributed in your country/region by either: Australia and New
Zealand Banking Group Limited (ABN11 005 357 522) (ANZ); or its relevant subsidiary or branch (each, an Affiliate), as appropriate or
as set out below.

This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant
website (recipients).

This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by
ANZ to sell, or buy, receive or provide any product or service, or to participate in a particular trading strategy.

Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for
distribution or use by recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or
regulations, or in jurisdictions where ANZ would be subject to additional licensing or registration requirements. Further, the products and
services mentioned in this document may not be available in all countries.

ANZ in no way provides any financial, legal, taxation or investment advice to you in connection with any product or service discussed in
this document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice
having regard to their particular circumstances.

Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ
does not represent or warrant the accuracy or completeness of the information Further, ANZ does not accept any responsibility to inform
you of any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document.

Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis.
Unless specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all
price information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.

ANZ does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in
both profits and losses. Past performance is not necessarily an indicator of future performance. The products and services described in
this document may not be suitable for all investors, and transacting in these products or services may be considered risky.

ANZ expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection
with this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by
any regulatory body or authority in any jurisdiction.

ANZ and its Affiliates may have an interest in the subject matter of this document. They may receive fees from customers for dealing in
the products or services described in this document, and their staff and introducers of business may share in such fees or remuneration
that may be influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further,
they or their customers may have or have had interests or long or short positions in the products or services described in this document,
and may at any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in
such products. This document is published in accordance with ANZ's policies on conflicts of interest and ANZ maintains appropriate
information barriers to control the flow of information between businesses within it and its Affiliates.

Your ANZ point of contact can assist with any questions about this document including for further information on these disclosures of
interest.

Country/region specific information: Unless stated otherwise, this document is distributed by Australia and New Zealand Banking
Group Limited (ANZ).

Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here
or request from your ANZ point of contact.

Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered
or sold in Brazil under this document, and no securities have been and will not be registered with the Securities Commission - CVM.
Brunei, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on a
cross-border basis.

Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request.

This does not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the
basis of, or be relied in any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake
banking operations or securities business or similar business, in Cambodia. By requesting financial services from ANZ, you agree,
represent and warrant that you are engaging our services wholly outside of Cambodia and subject to the laws of the contract governing
the terms of our engagement.

Canada. This document is general information only, is intended for institutional use only - not retail, and is not meant to be tailored to
the needs and circumstances of any recipient. In addition, this document is not intended to be an offer or solicitation to purchase or sell
any security or other financial instrument or to employ a specific investment strategy.

Chile. You understand and agree that ANZ Banking Group Limited is not regulated by Chilean Authorities and that the provision of this
document is not subject to any Chilean supervision and is not guaranteed by any regulatory or governmental agency in Chile.

Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice.

Fiji investors must seek licensed professional advice should they wish to make any investment in relation to this document.

Hong Kong. This document is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong
Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate
finance) regulated activities. The contents of this document have not been reviewed by any regulatory authority in Hong Kong. If you
are in any doubt about any of the contents of this document, you should obtain independent professional advice.

India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on
it your name and place of printing.

Israel. ANZ is not a holder of a licence granted in Israel pursuant to the Regulation of Investment Advising, Investment Marketing and
Portfolio Management Law, 1995 (“Investment Advice Law”) and does not hold the insurance coverage required of a licensee pursuant
to the Investment Advice Law. This publication has been prepared exclusively for Qualified Clients as such term is defined in the First
Schedule to the Investment Advice Law. As a prerequisite to the receipt of a copy of this publication a recipient will be required to
provide confirmation and evidence that it is a Qualified Client. Nothing in this publication should be considered Investment Advice or
Investment Marketing as defined in the Investment Advice Law. Recipients are encouraged to seek competent investment advice from a
locally licensed investment adviser prior to making any investment.

Macau. Click here to read the disclaimer for all jurisdictions in Mandarin. #i7]. AHIEAREFABESAERXNRITERBI R,

Myanmar. This document is intended to be general and part of ANZ’s customer service and marketing activities when implementing its
functions as a licensed bank. This document is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).
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New Zealand. This material is for information purposes only and is not financial advice about any product or service. We recommend
seeking financial advice about your financial situation and goals before acquiring or disposing of (or not acquiring or disposing of) a
financial product.
Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business
or provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman (CBO) or Oman’s
Capital Market Authority (CMA). The information contained in this document is for discussion purposes only and neither constitutes
an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital
Market Law of Oman (Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani
securities in Oman as contemplated by Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision
1/2009). ANZ does not solicit business in Oman and the only circumstances in which ANZ sends information or material describing
financial products or financial services to recipients in Oman, is where such information or material has been requested from ANZ and
the recipient understands, acknowledges and agrees that this document has not been approved by the CBO, the CMA or any other
regulatory body or authority in Oman. ANZ does not market, offer, sell or distribute any financial or investment products or services
in Oman and no subscription to any securities, products or financial services may or will be consummated within Oman. Nothing
contained in this document is intended to constitute Omani investment, legal, tax, accounting or other professional advice.
People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China)
Company Limited (ANZ China). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on
speculative transactions and CNY/CNH arbitrage trading. If this document is distributed by ANZ or an Affiliate (other than ANZ China), the
following statement and the text below is applicable: No action has been taken by ANZ or any affiliate which would permit a public offering
of any products or services of such an entity or distribution or re-distribution of this document in the PRC. So, the products and services of
such entities are not being offered or sold within the PRC by means of this document or any other document. This document may not be
distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance with any applicable laws and
regulations. If and when the material accompanying this document relates to the products and/or services of ANZ China, the following
statement and the text below is applicable: This document is distributed by ANZ China in the Mainland of the PRC.
Peru. The information contained in this document has not been, and will not be, registered with or approved by the Peruvian
Superintendency of the Securities Market (Superintendencia del Mercado de Valores, SMV) or the Lima Stock Exchange (Bolsa de Valores
de Lima, BVL) or under the Peruvian Securities Market Law (Legislative Decree 6 861), and will not be subject to Peruvian laws applicable
to public offerings in Peru. To the extent this information refers to any securities or interests, it should be noted the securities or interests
may not be offered or sold in Peru, except if (i) such securities or interests were previously registered with the Peruvian Superintendency
of the Securities Market, or (ii) such offering is considered a private offering in Peru under the securities laws and regulation of Peru.
Qatar. This document has not been, and will not be:
e lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority,
QFC Regulatory Authority or any other authority in the State of Qatar (Qatar); or
e authorised or licensed for distribution in Qatar, and the information contained in this document does not, and is not intended to,
constitute a public offer or other invitation in respect of securities in Qatar or the QFC.
The financial products or services described in this document have not been, and will not be:
e registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or
e authorised or licensed for offering, marketing, issue or sale, directly or indirectly, in Qatar.
Accordingly, the financial products or services described in this document are not being, and will not be, offered, issued or sold in Qatar,
and this document is not being, and will not be, distributed in Qatar. The offering, marketing, issue and sale of the financial products or
services described in this document and distribution of this document is being made in, and is subject to the laws, regulations and rules of,
jurisdictions outside of Qatar and the QFC. Recipients of this document must abide by this restriction and not distribute this document in
breach of this restriction. This document is being sent/issued to a limited number of institutional and/or sophisticated investors (i) upon
their request and confirmation that they understand the statements above; and (ii) on the condition that it will not be provided to any
person other than the original recipient, and is not for general circulation and may not be reproduced or used for any other purpose.
Singapore. This document is distributed in Singapore by ANZ solely for the information of “accredited investors”, “expert investors” or (as
the case may be) “institutional investors” (each term as defined in the Securities and Futures Act Cap. 289 of Singapore). ANZ is licensed
in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a financial adviser’s licence under Section
23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in connection with, the distribution
of this document in Singapore, please speak to your usual ANZ contact in Singapore.
United Arab Emirates (UAE). This document is distributed in the UAE or the Dubai International Financial Centre (DIFC) (as applicable)
by ANZ. This document does not, and is not intended to constitute: (a) an offer of securities anywhere in the UAE; (b) the carrying on or
engagement in banking, financial and/or investment consultation business in the UAE under the rules and regulations made by the Central
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